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Results of 2000-2001 consolidated financial transactions

The Budget Speech of last March 29 forecast a budgetary surplus of $500 million
for the fiscal year ended March 31, 2001 and net financial requirements of
$432 million. The real results for fiscal year 2000-2001 show a budget surplus of
$502 million and net financial requirements of $516 million.

TABLE 1

GOUVERNEMENT DU QUÉBEC
SUMMARY OF 2000-2001 CONSOLIDATED FINANCIAL TRANSACTIONS1

(in millions of dollars)
Budget Speech
March 29, 2001 Real results Change

Budgetary transactions
Own-source revenue 42 729 42 856 127
Government of Canada transfers 8 174 8 161 – 13

Total revenue 50 903 51 017 114

Operating expenditure − 41 789 − 41 959 − 170
Debt service − 7 664 − 7 606 58

Total expenditure − 49 453 − 49 565 − 112

Reserve for health and social services,
education, social solidarity and research – 950 – 950 —

Budgetary surplus after reserve 500 502 2

Non-budgetary transactions
Investments, loans and advances − 1 638 − 1 632 6
Capital expenditures − 386 − 473 – 87
Retirement plans 1 749 1 793 44
Other accounts – 657 – 706 – 49

Non-budgetary surplus (shortfall) – 932 – 1 018 – 86

Net financial surplus (requirements) – 432 – 516 – 84

Financing transactions
Change in cash position – 509 – 473 36
Change in direct debt 2 955 3 008 53
Retirement plans sinking fund − 2 014 − 2 019 − 5
Total financing of transactions 432 516 84

Note: A negative entry indicates a financial requirement and a positive entry, a source of financing. For
the change in cash position, a negative entry indicates an increase and a positive entry, a de-
crease.

1 According to the budgetary and financial structure in effect for fiscal year 2001-2002.
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Budgetary transactions

For purposes of analysis, the revisions can be divided into two parts: first, those
concerning the government itself (Consolidated Revenue Fund) and then, those
concerning organizations whose results are consolidated with those of the
government since the accounting reform implemented in 1997-1998.

The budgetary surplus of the Consolidated Revenue Fund is adjusted downward
by $100 million compared to the last budget, while that of consolidated
organizations is adjusted upward by $102 million.

TABLE 2

CHANGES COMPARED TO THE MARCH 29, 2001 BUDGET FORECASTS
(in millions of dollars)

Consolidated
Revenue

Fund
Consolidated
organizations Total

Own-source revenue
- excluding government enterprises – 64 152 88
- government enterprises 39  39
Federal transfers – 14 1 – 13

Total revenue – 39 153 114
Operating expenditure − 85 – 85 − 170
Debt service 24 34 58

Total expenditure −−−− 61 – 51 −−−− 112

Total change −−−− 100 102 2

Consolidated Revenue Fund

Excluding revisions regarding consolidated organizations, revenue is adjusted
downward by $39 million while expenditure is adjusted upward by $61 million.

Own-source revenue, excluding government enterprises, is $64 million less than
what was announced in the Budget Speech last March 29. This adjustment is due
chiefly to sales tax revenue that was $125 million lower than anticipated. In this
regard, remittances made by government agents in April, for amounts collected in
March, reflected growth in the tax base below what was expected during this pe-
riod.

This decline was partially offset by additional receipts from other sources of reve-
nue, in particular personal income tax which was $62 million higher because tax
refunds were lower than expected.

Revenue from government enterprises is adjusted upward by $39 million com-
pared with the forecast in the last budget. This change is attributable first of all to
a $77-million increase in net earnings for Hydro-Québec, chiefly because of bet-
ter results on export markets. Loto-Québec’s earnings are also adjusted upward
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by $53 million thanks to higher sales in all sectors of activity. Lastly, the earnings
of other government enterprises are adjusted downward by $91 million.

The downward adjustment of $14 million to Government of Canada transfers
stems essentially from a decline in revenue of other programs.

Program spending is adjusted upward by $85 million compared to the Budget
Speech of last March 29. This adjustment is the result of an increase in costs of
$109 million in the health and social services sector regarding the prescription
drug insurance program, partially offset by a decline of $24 million in spending
under various items of other government departments.

Compared with the figures shown in the 2001-2002 Budget Speech, debt service
for 2000-2001 is adjusted downward by $24 million. This adjustment is attribut-
able mainly to the fact that the revenue of the sinking fund of government loans
was higher than forecast. This fund provides for the eventual repayment of loans
contracted by the government. The revenue generated by the fund is recorded as
a reduction in debt service.

Consolidated organizations

Consolidated organizations posted net results that were $102 million higher than
forecast in the budget. This upward adjustment is attributable to many organiza-
tions, in particular the Société québécoise d’assainissement des eaux, the Régie
des installations olympiques and the Société d’habitation du Québec.

TABLE 3

CHANGES TO 2000-2001 RESULTS OF CONSOLIDATED ORGANIZATIONS
(in millions of dollars)

Budget Speech
March 29, 2001 Real results Change

Revenue 1 948 2 101 153
Expenditure – 1 766 – 1 817 – 51

Net results 182 284 102

Non-budgetary transactions

Turning to non-budgetary transactions, the upward adjustment of $86 million to
financial requirements compared to the March 29, 2001 Budget Speech, results
from the combined effect of many factors.

First, the increase of $87 million in capital expenditures is explained mainly by net
investments by consolidated organizations that were higher than anticipated at
the time of the last budget.

In addition, the annual surplus of the retirement plans account is $44 million
higher than announced in the Budget Speech, in particular because the govern-
ment's contributions as an employer were higher than expected.
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Lastly, financial requirements for other non-budgetary accounts are adjusted
upward by $49 million. These “other accounts”, which include cash and bills on
hand, outstanding cheques, accounts receivable and accounts payable, are
subject to substantial fluctuations because of the variability of government inflows
and disbursements.

Accordingly, on the whole, the adjustments to budgetary and non-budgetary
transactions have produced an increase of $84 million in net financial
requirements compared with the forecast in the budget last March 29.

Financing transactions

Financing transactions are adjusted upward by $84 million compared with the
forecast in the Budget Speech. This change is mainly attributable to the increase
of $53 million in the change in the direct debt further, in particular, to repayments
of borrowings of consolidated organizations less than expected. It also results
from the decline of $36 million in the cash position as at March 31, 2001,
essentially that of the consolidated organizations.
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Forecasts of 2001–2002 consolidated financial transactions

The forecast balanced budget for fiscal year 2001-2002, set out in the Budget
Speech last March 29, is maintained. Forecast net financial requirements also
remain unchanged at $770 million.

TABLE 4

GOUVERNEMENT DU QUÉBEC
SUMMARY OF 2001-2002 CONSOLIDATED FINANCIAL TRANSACTIONS
(in millions of dollars)

Budget Speech
March 29, 2001

Revised
forecasts Change

Budgetary transactions
Own-source revenue 41 652 41 757 105
Government of Canada transfers 9 484 9 484 

Total revenue 51 136 51 241 105

Operating expenditure – 43 226 − 43 440 − 214
Debt service − 7 910 − 7 910 —

Total expenditure – 51 136 − 51 350 − 214

Budgetary reserve — 109 109

Budget surplus after reserve 0 0 

Non-budgetary transactions
Investments, loans and advances − 2 771 − 2 771 —
Capital expenditures − 691 − 691 —
Retirement plans 1 888 1 888 —
Other accounts 804 804 —

Non-budgetary surplus (shortfall) −−−− 770 −−−− 770 —

Net financial surplus (requirements) −−−− 770 −−−− 770 —

Financing transactions
Change in cash position 1 859 1 859 —
Change in direct debt 1 023 1 023 —
Retirement plans sinking fund − 2 112 − 2 112 —

Total financing of transactions 770 770 —

Note: A negative entry indicates a financial requirement and a positive entry, a source of financing. For
the change in cash position, a negative entry indicates an increase and a positive entry, a
decrease.
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Budgetary transactions

Compared to the Budget Speech of last March 29, budgetary revenue and ex-
penditure for fiscal year 2001-2002 are adjusted upward by $105 million and
$214 million respectively. The $109-million shortfall to be made up compared to
the balanced-budget objective announced in the last budget could be funded us-
ing the budgetary reserve. However, the government intends to take the steps
needed to minimize expenditure overruns.

Budgetary revenue

Regarding budgetary revenue, the Budget Speech forecast own-source revenue
of $41 652 million and Government of Canada transfers of $9 484 million; fore-
cast own-source revenue is adjusted upward by $105 million to reflect the rise in
the tax on tobacco products announced after the budget, i.e. on April 5, 2001,
while there is no change to forecast federal transfers.

Budgetary expenditure

Forecast budgetary expenditure is adjusted upward by $214 million compared
with the last budget, and now stands at $51 350 million. This increase stems in
particular from the government’s decision to vaccinate everyone between the
ages of 2 months and 20 years against meningitis, and from the agreement
reached regarding the Duplessis orphans.

In addition, departmental envelopes have been adjusted to reflect the impact of a
number of measures announced in the last Budget Speech whose funding had
initially been supplied by the Contingency Fund administered by the Conseil du
trésor.

Forecast consolidated debt service remains unchanged at $7 910 million.

Non-budgetary transactions

With regard to non-budgetary transactions, the forecast of $770 million set out in
the Budget Speech remains unchanged.

Financing transactions

There is no change to the forecast of the last Budget Speech regarding financing
transactions.
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Results as at June 30, 2001

Own-source revenue is up 1.1% for the first three months of 2001-2002 com-
pared to the corresponding period in 2000-2001, as opposed to a decline of 2.6%
expected for the entire year. This divergence is attributable to the impact of the
tax reductions announced in the last Budget Speech that will only begin to be felt
in the second quarter.

Government of Canada transfers are up 0.6% in the first quarter of 2001-2002
compared to the same period in 2000-2001, while annual growth is forecast at
16.2%. The reason for this is that the planned withdrawal of $1 004 million from
the federal trust accounts in 2001-2002 will take place during the upcoming
quarters.

Regarding operating expenditure, the results recorded as at June 30, 2001 are
up 4.9% compared to the first three months of 2000-2001, while an increase of
3.5% is forecast for the entire year. The larger quarterly increase is attributable,
in particular, to early payment of expenditures in the first quarter of 2001-2002,
stemming from the payment procedures of certain subsidies.

Debt service is down 2.4% in the first quarter of 2001-2002 compared to the
same period in 2000-2001, while the expected growth for the entire year is 4.0%.
This situation is attributable in particular to the fact that interest rates affecting
expenditure in the first quarter of 2001-2002 were lower than at the same time
last year.

Gilles Godbout
Deputy Minister of Finance
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TABLE 5

GOUVERNEMENT DU QUÉBEC
SUMMARY OF FINANCIAL TRANSACTIONS (Unaudited results)
(in millions of dollars)

2000-2001 2001-2002 Results as at June 30
 Annual

Real Budget Revised change Change
results * Speech forecasts % 2000-2001 * 2001-2002 %

Budgetary transactions
Own-source revenue 42 856 41 652 41 757 -2.6 10 247 10 356 1.1
Government of Canada transfers 8 161 9 484 9 484 16.2 2 261 2 275 0.6

Total revenue 51 017 51 136 51 241 0.4 12 508 12 631 1.0
Operating expenditure -41 959 -43 226 -43 440 3.5 -12 204 -12 808 4.9
Debt service -7 606 -7 910 -7 910 4.0 -1 896 -1 851 -2.4

Total expenditure -49 565 -51 136 -51 350 3.6 -14 100 -14 659 4.0

Reserve for health and social services,
    education, social solidarity
    and research -950      
Budgetary reserve   109    

Budgetary surplus after reserve 502 0 0  -1 592 -2 028 27.4
Non-budgetary transactions
Investments, loans and advances -1 632 -2 771 -2 771 -598 -465
Capital expenditures -473 -691 -691 -5 28
Retirement plans 1 793 1 888 1 888 471 513
Other accounts -706 804 804 -2 233 -983

Non-budgetary surplus (shortfall) -1 018 -770 -770 -24.4 -2 365 -907 -61.6

Net financial surplus (requirements) -516 -770 -770 49.2 -3 957 -2 935 -25.8
Financing transactions
Change in cash position -473 1 859 1 859 5 040 242
Change in direct debt 1 3 008 1 023 1 023 -594 3 993
Retirement plans sinking fund 2 -2 019 -2 112 -2 112 -489 -1300

Total financing of transactions 516 770 770 49.2 3 957 2 935 -25.8

Note: A negative entry indicates a financial requirement and a positive entry, a source of financing, except for percentage changes. For the
change in cash position, a negative entry indicates an increase and a positive entry, a decrease.

* The 2000-2001 results shown in this statement of financial transactions have been restated on the basis of the budgetary and financial
structure in effect for the 2001-2002 fiscal year and have been adjusted to take into consideration the impact of the component of the fam-
ily policy implemented in 2000-2001.

1 The change in direct debt includes new borrowings less repayments of borrowings.
2 This sinking fund receives amounts to be used to eventually cover retirement benefits payable by the government under the public and

parapublic sector retirement plans. The income from this fund is accumulated in it and is subtracted from the interest expenditure recorded
with regard to the retirement plans liability.
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TABLE 6

GOUVERNEMENT DU QUÉBEC
BUDGETARY REVENUE (Unaudited results)
(in millions of dollars)

2000-2001 2001-2002 Results as at June 30
 Annual

Real Budget Revised change Change
results Speech forecasts % 2000-2001 2001-2002 %

Own-source revenue
Income and property taxes
    Personal income tax 17 068 15 902 15 902 -6.8 3 992 3 977 -0.4
    Contributions to Health Services Fund 4 488 4 436 4 436 -1.2 1 180 1 192 1.0
    Corporate taxes 1 4 217 4 374 4 374 3.7 787 935 18.8

25 773 24 712 24 712 -4.1 5 959 6 104 2.4
Consumption taxes
    Sales 7 374 7 683 7 683 4.2 2 117 2 214 4.6
    Fuel 1 536 1 582 1 582 3.0 372 417 12.1
    Tobacco 483 477 582 20.5 144 162 12.5

9 393 9 742 9 847 4.8 2 633 2 793 6.1
Duties and permits
    Motor vehicles 646 678 678 5.0 162 157 -3.1
    Alcoholic beverages 146 150 150 2.7 36 38 5.6
    Natural resources 2 265 171 171 -35.5 34 13 -61.8
    Other 180 160 160 -11.1 38 34 -10.5

1 237 1 159 1 159 -6.3 270 242 -10.4
Miscellaneous
    Sales of goods and services 406 421 421 3.7 51 40 -21.6
    Interest 390 369 369 -5.4 116 108 -6.9
    Fines, forfeitures and recoveries 310 331 331 6.8 78 93 19.2

1 106 1 121 1 121 1.4 245 241 -1.6
Revenue from government enterprises 3

    Société des alcools du Québec 471 500 500 6.2 97 107 10.3
    Loto-Québec 1 358 1 300 1 300 -4.3 333 328 -1.5
    Hydro-Québec 1 160 1 077 1 077 -7.2 98 54 -44.9
    Other 507 379 379 -25.2 195 59 -69.7

3 496 3 256 3 256 -6.9 723 548 -24.2
Consolidated organizations 1 851 1 662 1 662 -10.2 417 428 2.6
Total own-source revenue 42 856 41 652 41 757 -2.6 10 247 10 356 1.1
Government of Canada transfers
Programs
    Equalization 5 650 5 615 5 615 -0.6 1 198 1 348 12.5
    Canada Health and Social Transfer 1 597 2 960 2 960 85.3 720 552 -23.3
    EPF and other transfers related to 
        fiscal arrangements 30 15 15 -50.0 11 0 
    Other programs 634 535 535 -15.6 278 281 1.1
Consolidated organizations 250 359 359 43.6 54 94 74.1
Total Government of Canada transfers 8 161 9 484 9 484 16.2 2 261 2 275 0.6
Total budgetary revenue 51 017 51 136 51 241 0.4 12 508 12 631 1.0

1 Includes tax on corporate profits, tax on capital and tax on insurance company premiums, as well as tax on telecommunications, gas and
electricity.

2 Includes forest, mining and hydraulic resources.
3 According to the modified equity method.
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TABLE 7

GOUVERNEMENT DU QUÉBEC
BUDGETARY EXPENDITURE (Unaudited results)
(in millions of dollars)

2000-2001 2001-2002 Results as at June 30
 Annual

Real Budget Revised change Change
Departments and agencies results Speech forecasts 1 % 2000-2001 2001-2002 %
Operating expenditure
Assemblée nationale 80 84 84 5.0 19 21 10.5
Personnes désignées par l'Assemblée nationale 42 43 46 9.5 10 12 20.0
Affaires municipales et Métropole 1 346 1 446 1 446 7.4 544 575 5.7
Agriculture, Pêcheries et Alimentation 729 627 628 -13.9 376 333 -11.4
Conseil du trésor, Administration et
    Fonction publique 435 558 524 2 20.5 80 99 23.8
Conseil exécutif 61 71 71 16.4 10 15 50.0
Culture et Communications 541 480 485 -10.4 121 159 31.4
Éducation 10 130 10 635 10 635 5.0 3 529 3 748 6.2
Emploi et Solidarité sociale 4 089 3 914 3 944 -3.5 1 193 1 236 3.6
Environnement 244 194 194 -20.5 58 37 -36.2
Famille, Enfance et Condition féminine 1 524 1 678 1 678 10.1 502 575 14.5
Faune et Parcs 148 114 114 -23.0 32 25 -21.9
Finances (excluding debt service) 419 571 571 2 36.3 51 69 35.3
Industrie et Commerce 277 144 151 -45.5 25 26 4.0
Justice 468 469 472 0.9 127 124 -2.4
Recherche, Science et Technologie 246 221 221 -10.2 30 43 43.3
Régions 126 194 194 54.0 37 34 -8.1
Relations avec les citoyens et Immigration 179 180 202 12.8 43 43 0.0
Relations internationales 104 106 107 2.9 26 28 7.7
Ressources naturelles 363 310 314 -13.5 99 86 -13.1
Revenu 640 684 685 7.0 127 135 6.3
Santé et Services sociaux 16 104 16 716 16 847 4.6 4 301 4 446 3.4
Sécurité publique 744 746 752 1.1 200 240 20.0
Tourisme, Loisir et Sport 151 139 147 -2.6 39 53 35.9
Transports 1 507 1 531 1 557 3.3 311 285 -8.4
Travail 79 74 74 -6.3 15 15 
Program spending 40 776 41 929 3 42 143 3.4 11 905 12 462 4.7
Consolidated organizations 1 183 1 297 1 297 9.6 299 346 15.7
Total operating expenditure 41 959 43 226 43 440 3.5 12 204 12 808 4.9
Debt service
Consolidated Revenue Fund 6 972 7 243 3 7 243 3.9 1 738 1 687 -2.9
Consolidated organizations 634 667 667 5.2 158 164 3.8
Total debt service 7 606 7 910 7 910 4.0 1 896 1 851 -2.4
Total budgetary expenditure 49 565 51 136 51 350 3.6 14 100 14 659 4.0

1 Including budget rearrangements to reflect the impact of certain measures announced in the last Budget Speech whose funding had initially
been supplied by the Contingency Fund administered by the Conseil du trésor.

2 These amounts contain provisions allowing transfers of appropriations to various departments and agencies during the fiscal year ending
March 31, 2002.

3 Initial estimates tabled for 2001-2002.
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TABLE 8

GOUVERNEMENT DU QUÉBEC
NON-BUDGETARY TRANSACTIONS (Unaudited results)
(in millions of dollars)

2000-2001 2001-2002 Results as at June 30
 Annual

Real Budget Revised change Change
results Speech forecasts $ 2000-2001 2001-2002 $

Investments, loans and advances
Consolidated Revenue Fund
    Government enterprises -1 582 -1 739 -1 739 -157 -550 -530 20
    Individuals, corporations
        and others -20 -978 -978 -958 -14 15 29
    Municipalities and municipal bodies 1 2 2 1 1 2 1

-1 601 -2 715 -2 715 -1 114 -563 -513 50
Consolidated organizations -31 -56 -56 -25 -35 48 83

Total investments, loans and advances -1 632 -2 771 -2 771 -1 139 -598 -465 133

Capital expenditures
Consolidated Revenue Fund
    Net investments -144 -184 -184 -40 -20 -10 10
    Amortization 334 334 334  89 79 -10

190 150 150 -40 69 69 
Consolidated organizations -663 -841 -841 -178 -74 -41 33
Total capital expenditures -473 -691 -691 -218 -5 28 33

Retirement plans
Employer and employee contributions 4 360 4 581 4 581 221 1 065 1 152 87
Benefits and other payments -2 567 -2 693 -2 693 -126 -594 -639 -45

Total retirement plans 1 793 1 888 1 888 95 471 513 42
Other accounts
Consolidated Revenue Fund -565 734 734 1 299 -2 165 -1 110 1 055
Consolidated organizations -141 70 70 211 -68 127 195

Total other accounts -706 804 804 1 510 -2 233 -983 1 250
Total non-budgetary transactions -1 018 -770 -770 248 -2 365 -907 1 458

Note: A negative entry indicates a financial requirement and a positive entry, a source of financing.
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TABLE 9

GOUVERNEMENT DU QUÉBEC
FINANCING TRANSACTIONS (Unaudited results)
(in millions of dollars)

2000-2001 2001-2002 Results as at June 30
 Annual

Real Budget Revised change Change
results Speech forecasts $ 2000-2001 2001-2002 $

Change in cash position
Consolidated Revenue Fund -969 1 477 1 477 2 446 5 078 788 -4 290
Consolidated organizations 496 382 382 -114 -38 -546 -508
Total change in cash position -473 1 859 1 859 2 332 5 040 242 -4 798
Change in direct debt
Consolidated Revenue Fund
    New borrowings
        In Canadian dollar 5 523 1 283 847 -436
        In US dollar 1 493  1 158 1 158
        In Euro 230  1 944 1 944
        In Yen   625 625
        In Australian dollar 315   
        Change in the debt resulting from
            currency swap transactions 8  4 4

7 569 5 376 5 376 -2 193 1 283 4 578 3 295

    Repayment of borrowings
        In Canadian dollar -2 515 -1 436 -107 1 329
        In US dollar -628 -295 -502 -207
        In Yen -1 092 -206  206
        In Swiss franc -185   
        In French franc   -163 -163
        Change in the debt resulting from
            currency swap transactions 5 -216 -130 86
        Contributions to sinking fund for borro-
            wings of the Québec government          -201 75 -83 -158

-4 616 -4 741 -4 741 -125 -2 078 -985 1 093
2 953 635 635 -2 318 -795 3 593 4 388

Consolidated organizations
    New borrowings 1 025 1 128 1 128 103 307 400 93
    Repayment of borrowings -970 -740 -740 230 -106  106

55 388 388 333 201 400 199
Total change in direct debt 3 008 1 023 1 023 -1 985 -594 3 993 4 587
Retirement plans sinking fund -2 019 -2 112 -2 112 -93 -489 -1 300 -811
Total financing of transactions 516 770 770 254 3 957 2 935 -1 022

Note: A negative entry indicates a financial requirement and a positive entry, a source of financing. For the change in cash position, a negative
entry indicates an increase and a positive entry, a decrease.
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TABLE 10

GOUVERNEMENT DU QUÉBEC
NEW BORROWINGS
AS AT JUNE 30, 2001
(in millions of dollars)

Face value
Interest in millions Amount in

Date of Date of rate Price to Yield to of monetary Canadian
issue maturity (%) 1 investor 2 investor 2 units dollar 3

Consolidated Revenue Fund
In Canadian dollar CAN$
    Treasury bills Various Various  4 Various Various     5

    Québec savings product
        Savings bonds Various Various Various 100.000 Various 33 33
        Transitory investments Various Various Various 100.000 Various -7 -7
        Investment savings plan Various Various Various 100.000 Various 8 8
        Bonds Various Various Various Various Various 75 75

109 109
    Bonds
        Bonds 2001-05-04 2009-06-01 5.500 95.345 6.242 120 114 6

        Bonds 2001-05-04 2005-12-01 6.500 103.191 5.697 117 121 6

        Bonds 2001-05-04 2032-06-01 6.250 93.314 6.767 80 75 6

        Bonds 2001-06-04 2032-06-01 6.250 93.111 6.785 400 372
        Real return bonds 2001-06-11 2026-12-01 4.500 108.108 3.990 10 11 7

        Immigrant Investor 
            program bonds Various Various Various Various Various 22 17
        Canada Pension Plan bonds Various Various Various 100.000 Various 3 3

752 713
        Medium-term notes on the
            Canadian market Various Various Various Various Various 26 25

26 25
887 847

In US dollar $US
        Bonds 2001-04-11 2006-04-11 5.500 99.763 5.555 743 1 158
In Yen   ¥ 
        Bonds 2001-05-09 2013-05-09 1.600 99.138 1.679 50 000 625

In Euro €
        Bonds 2001-06-21 2011-06-21 5.625 8 99.440 5.700 1 500 1 944

Change in the debt resulting from
    currency swap transactions 4

4 578
Consolidated organizations 400
Total new borrowings 4 978

1 Interest payable semi-annually except if another frequency is indicated in a note.
2 Based on semi-annual interest payments.
3 Borrowings in foreign currencies are shown in the Canadian equivalent of the amount received, using the exchange rate of the Bank of Can-

ada at noon on the date of issue.
4 “Zero-coupon” type borrowing.
5 Represents the change in the amount outstanding during the year.
6 Borrowings fully subscribed by the Caisse de dépôt et placement du Québec.
7 The principal and the interest rate of these bonds are adjusted according to the change in the Consumer Price Index in Canada.
8 Interest payable annually.
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Appendix

Accounting policies

The government's financial transactions include budgetary transactions,
non-budgetary transactions and financing transactions.

Budgetary transactions comprise transactions relating to revenue and expendi-
ture, including those for the depreciation of capital expenditures.

Non-budgetary transactions cover investments, loans and advances, transactions
affecting capital expenditures and the retirement plans account as well as the
change in certain short-term asset and liability accounts, except the cash
position.

Financing transactions show how the government meets the net financial require-
ments resulting from the budgetary and non-budgetary transactions using the
change in direct debt and the government's cash position which includes cash in
the bank and short-term investments, less short-term borrowings. These transac-
tions also cover activities relating to the retirement plans.

Accounting policies

The Gouvernement du Québec accounts for its financial transactions in accor-
dance with the accounting policies disclosed below. When necessary, the infor-
mation included in the consolidated financial statements is based on best esti-
mates and judgments.

Reporting entity

The government’s reporting entity encompasses departments, agencies, enter-
prises and special funds which must account for the management of their finan-
cial transactions and resources to a minister or directly to the National Assembly
and which are part of the government or under its control. They are listed in an
appendix to the financial statements.

Transactions of a fiduciary nature conducted by certain agencies and funds are
not included in the government’s reporting entity. These agencies and funds are
listed in an appendix to the financial statements.

Consolidation method

The accounts of the Consolidated Revenue Fund and the other entities included
in the government’s reporting entity, with the exception of government enter-
prises, have been standardized and combined line by line in accordance with the
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accounting policies disclosed below. Inter-entity transactions and balances have
been eliminated.

Government enterprises are accounted for using the modified equity method.
Therefore, investment in these enterprises is recorded at cost, which is adjusted
annually by the government’s share in the results of these enterprises with an
offsetting entry to revenue, and reduced by the portion of dividends that are paid
or reported by an enterprise and that accrue to the government. A government
enterprise has all of the following characteristics :

a) it is a separate legal entity that has the authority to enter into contracts in its
own name and to go before a court;

b) it is vested with the financial and administrative power to carry out commercial
activities;

c) its main activity is the sale of goods or the delivery of services to individuals
or to organizations not included in the government’s reporting entity;

d) it may, during the normal course of its operations, pursue its activities and
settle its debts using revenue from sources not included in the government’s
reporting entity.

Revenue

Revenue from income and property taxes, consumption taxes, duties, permits,
fines and forfeitures is recorded in the fiscal year during which it is received, after
deducting reimbursements and other amounts deductible under the applicable
legislation. Assessments and amounts billed before the end of the fiscal year are
entered as revenue.

Revenue from Government of Canada transfers is recorded in the fiscal year
during which it is received. However, claims issued and estimates of revenue
from transfers related to shared-cost programs without fiscal compensation are
recorded in the fiscal year during which the related expenditures are made.

Other revenue is recorded on the accrual basis. Interest income ceases to be re-
corded when there is no reasonable assurance that the principal or interest will
be recovered.

Expenditure

Expenditure includes the cost of goods and services acquired during the fiscal
year, with the exception of capital expenditures for which an annual depreciation
is recorded.

Transfers are recorded in the fiscal year during which the events that give rise to
them occur, insofar as the transfers have been authorized and once beneficiaries
have met the eligibility criteria.
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Liabilities

Accounts payable and accrued expenses

Specific purpose accounts

The Financial Administration Act (S.Q., 2000, c. 15) provides for the creation of
specific purpose accounts in which amounts received in respect of a contract or
an agreement calling for the allocation of funds to a specific purpose may be
deposited. Consequently, certain amounts receivable or payable under shared-
cost programs without fiscal compensation or as a result of third-party compen-
sation are recorded in specific purpose accounts.

Sick leave and vacations

Obligations relating to sick leave and vacations owed to government
employees are recorded as liabilities. The annual change in this account is
posted to expenditure.

Allowance for losses on guaranteed financial initiatives

Obligations resulting from borrowings and other guaranteed financial initiatives
are recorded as liabilities when a loss is probable. The annual change in this al-
lowance is posted to expenditure.

The allowance for probable losses is evaluated using a rate based on past expe-
rience regarding losses on each of the guarantee programs. Special guarantees
are grouped according to risk level.

Pension plans

Government pension plans are defined benefit pension plans. Within the context
of preparing the government’s financial statements, obligations relating to vested
benefits are evaluated using the actuarial projected benefit method prorated on
service, according to the most probable assumptions set by the government with
regard, notably, to inflation, interest and employee remuneration. This method
has been adjusted, however, to reflect the way in which benefits are earned by
employees.

Total cost of plans

The annual cost of vested benefits for all pension plans, including the cost of
changes to the plans, and the amortization of adjustments to estimates based on
actuarial gains or losses are charged to expenditure, with an offsetting entry in
the retirement plans account, i.e. pension plan liability. Changes to actuarial as-
sumptions are included in the adjustments to estimates based on actuarial gains
or losses.
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In the case of the Government and Public Employees Retirement Plan (RRE-
GOP), the Civil Service Superannuation Plan (CSSP), the Teachers Pension Plan
(TPP), the Pension Plan of Certain Teachers (PPCT) and transfers from the TPP
and the CSSP to RREGOP, adjustments to estimates based on actuarial gains or
losses are amortized using the straight-line method over a period corresponding
to the estimated average remaining years of service of participants in these plans
as a whole. However, adjustments to estimates based on actuarial gains or
losses for the other pension plans are amortized over a period corresponding to
the estimated average remaining years of service of participants in each plan.

The total cost of the pension plans also includes interest charges on obligations
relating to vested benefits, with an offsetting entry to liabilities in the retirement
plans account. The investment revenue of the Retirement Plans Sinking Fund,
created to pay for benefits under these plans, is taken into account in computing
interest charges on obligations relating to vested benefits.

Borrowings

Borrowings are recorded at the amount received at the time of issue, adjusted by
the premium or discount amortization to obtain the amount of principal repayable
at maturity. Issue expenses are recorded as deferred expenses and amortized
over the term of each borrowing.

The value of borrowings in foreign currency is adjusted using the rates in effect
on the balance sheet date, and the changes are recorded as unrealized foreign
exchange gains or losses and amortized over the term of each borrowing.

Gains or losses on financial instruments are deferred and amortized over the re-
maining term of each agreement. However, foreign exchange gains or losses on
short-term agreements aimed at covering the long-term debt are amortized over
the remaining term of the borrowing portfolio in the currency concerned.

The amortization is calculated using the straight-line method, except in the case
of discounts and premiums, which are amortized according to the effective rate of
return on each borrowing.

Financial assets

Short-term investments are recorded at cost and accounts receivable and loans
and advances are recorded initially at cost and then brought down to their net re-
coverable value through valuation allowances.

Investment in government enterprises is recorded using the modified equity
method.

Other long-term investments are entered at cost and reduced by any durable loss
in value. The loss in value is charged to operations for the fiscal year during
which it is known.
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Capital expenditures

Capital expenditures consist of acquired, built, developed or improved non-
financial assets, whose useful life extends beyond the fiscal year and which are
intended to be used on an ongoing basis for producing goods or delivering serv-
ices.

They include land, buildings, facilities such as parks and outdoor recreational ar-
eas, complex networks such as dams, canals, roads and bridges, equipment
such as vehicles and furniture, and the development of data processing systems.

Capital expenditures are recorded at cost and depreciated using a logical, sys-
tematic method over a period corresponding to their useful life. They are a com-
ponent of net debt. Their cost includes financing charges capitalized during their
construction, improvement or development.

The cost of capital expenditures held under capital leases is equal to the present
value of payments due. Works of art and historic property are not recorded as
capital expenditures but are mentioned in a note to the financial statements, and
their cost is charged to expenditure for the fiscal year during which they are ac-
quired.

Capital expenditures acquired through donation or for a nominal fee are recorded
at their fair value at the time of acquisition with an offsetting entry to deferred
revenue liabilities, which are gradually transferred to operating results using the
same term and method of amortization as for the capital expenditures concerned.
However, land is recorded at its nominal value.

Sums received from agencies not included in the government’s reporting entity
for the purchase of capital expenditures are recorded as deferred revenue liabili-
ties and gradually transferred to operating results using the same term and
method of amortization as for the capital expenditures concerned. However, con-
tributions received for the purchase of land are deducted from the latter’s cost.


